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FINANCIAL HIGHLIGHTS 


Year ended Year ended 
March 31 December 31 
1973 1972 1971 1970 1969 
(3 months) 
Sales andrevenues ....... $55,750,000 $57,508,000 $12,401,000 $72,577,000 $82,055,000 
Depreciation and 
ABMOriZatlonn ccescisomessis 1,312,000 1,739,000 446,000 2,001,000 2,191,000 
Net income: 
before extraordinary 
IteMSorer sree ce ee 1,708,000 782,000 (556,000) 1,791,000 841,000 
after extraordinary items .. 11,708,000 660,000 (657,000) 4,926,000 841,000 
Number of shares issued 5,943,192 5,943,192 5,943,192 5,943,192 5,943,192 
Net income per share: 
before extraordinary 
LEMS weer aitens sean .29 1S _ .30 14 
after extraordinary items .. 1.97 ala — .83 .14 
DIVIGENOS mens pce neta 594,000 —_— a = — 
Dividends per share ........ .10 = — aa oe 
Shareholders’ equity ....... 31,785,000 20,671,000 20,011,000 20,668,000 15,742,000 
Shareholders’ equity 
Denshalem ac se orsonsar os 5.35 3.48 3.37 3.48 2.65 
Working capital ........... 32,117,000 17,195,000 15,500,000 15,768,000 10,463,000 
TABLE OF CONTENTS Directors’ Report to Shareholders 


Consolidated Balance Sheet 


Consolidated Statement of Income 


Consolidated Statement of 
Retained Earnings 


Consolidated Statement of Source 
and Application of Funds 


Notes 


1968 


$69,911,000 


2,145,000 


(4,299,000) 
(4,299,000) 


5,943,192 


297,000 


05 


14,900,000 


2.50 
8,227,000 


DIRECTORS’ REPORT 
TO SHAREHOLDERS 


RESULTS FOR 1972/3 


The year ended March 31, 1973 showed a 
significant improvement in the Company’s results. 
Excluding the operations of the Broadcasting Divi- 
sion, which was sold with effect from July 31, 1972, 
total revenues were almost $52 million compared 
with just over $46 million in the prior year. On a 
consolidated basis and including the Broadcasting 
Division up to July 31, 1972, net income rose from 
$782,000, before a loss on exchange of $122,000, 
to $1,708,000 or 29¢ a share before taking into 
account an extraordinary gain of $10 million from 
the disposal of the broadcasting operations. 

The improved earnings were generated primarily 
by our Avionics and Telecommunications Divisions, 
both of which achieved substantial gains over the 
relatively depressed profit levels of last year. 

Due partly to the sale of the Broadcasting Division 
and partly to improved cash flow within our remaining 
operations, the Company ended the fiscal year in 
a highly liquid position. Cash and short-term invest- 
ments totalled over $29 million, up from about $4 
million at the previous year end. Your management 
is actively studying opportunities for the profitable 
long-term application of these funds, insofar as they 
are considered surplus to the Company’s likely 
requirements in its existing activities. Meanwhile they 
are placed in fairly short-term investments of unques- 
tioned security at reasonably attractive yields. 


DIVIDEND 


Dividends of five cents per share each were paid 
in June and December 1972 and a dividend of five 
cents per share was declared on May 25, 1973, 
payable on June 30, 1973 to shareholders of record 
as at June 8, 1973. 


CURRENT ACTIVITIES 


Continued stringency in military expenditures dur- 
ing the year supports our previous assessment of 
the necessity to reduce our dependence on defence 
product sales and emphasize the commercial 
aspects of our business. 

In the field of avionics, significant new product 
progress was achieved, including successful flight 
testing and initial sales of Omega navigation sys- 
tems, and flight instrumentation displays employing 
fibre optic technology. Full exploitation of the Omega 
system has been somewhat postponed by delays 


in availability of the necessary ground stations but, 
once a Satisfactory number of these has become 
fully operational, the demand for our equipment 
should be rewarding. The resources of our major 
shareholder, and in particular its world-wide market- 
ing organization, are being used to exploit this poten- 
tial in the most economical way. 

First installations of the MCS-6900 digital micro- 
wave communications system were commissioned 
in the later part of the year. 

With Canadian Government assistance, work con- 
tinued on updating existing products and developing 
new systems in both the avionic and telecommunica- 
tion fields. 

In parallel with these development programs, 
considerable emphasis was applied to continuing 
market penetration. Consequently, a larger propor- 
tion of our export business is now outside of North 
America and the new international currency realign- 
ment is favourably affecting our competitive position. 
Our Avionics Division also broadened its range of 
customers for specialized components, particularly 
high-quality printed circuit boards. 

We have carried out further reorganization of the 
Marine and Land Communications Division and our 
U.S. subsidiary, Kaar Electronics Corporation. 
Kaar’s commercial sales activities in the United 
States have now been mainly converted to dealer 
distribution rather than direct sales and our dealer 
network, which has proved of value in the past, is 
being expanded. It continues to be backed by our 
own service organization. Improved results are anti- 
cipated from this segment of your Company’s busi- 
ness as a result of these actions, the estimated cost 
of which has been charged to the year’s operations. 


OUTLOOK 


A satisfactory start has been made for the current 
year. However, at the end of the fiscal year our order 
backlog was at the relatively low level of $20 million. 
These orders are well distributed throughout our divi- 
sions and in spite of the encouraging outlook for 
new business, it is anticipated that the sales volume 
for the current year will be down from the previous 
year. Despite continuing improvements in efficiency, 
it will be difficult in 1973/4 to improve on 1972/3 
results, which benefited to a limited extent from four 
months’ operations of the Broadcasting Division. 
While this situation is somewhat disappointing in the 
short term, it in no way diminishes our confidence in 
the future profitable development of your Company. 


NEW EXECUTIVE APPOINTMENTS 


In April 1973 Mr. Philip E. Wheatley was appointed 
to the position of Vice President, Finance and Trea- 
surer and became an officer of the Company as 
did Mr. Douglas A. Beggs who was promoted to 
become Comptroller in January. 

Mr. G. Gorfinkel assumed responsibility for Marine 
and Land Communications Division and Kaar Elec- 
tronics Corporation as Divisional Manager during 
December 1972. 


TRIBUTE TO STAFF 


The directors wish to record their appreciation to 
our employees for their continued dedication which 
has enabled us to report important progress in a 
year of transition for the Company. 


On behalf of the Board, 


v 


E. O. Herzfeld 
Vice-Chairman 


L. M. Daley 


President and 
Chief Executive Officer 


May 25, 1973 
Montreal, Quebec 


CONSOLIDATED BALANCE SHEET 
CANADIAN MARCONI COMPANY AND SUBSIDIARY COMPANIES 


March 31 
ASSETS 1973 1972 
(in thousands) 
Current assets: 


Casi aires cio so eke Seu aed iG) oe a ee $ 1,060 $ 588 

Short-term investments, at cost, including accrued interest 
(approximates Market): 42s a.c.7 2c sac ee vance ee ant 28,216 3,300 
Accounts receivable (Note 3) 22..2<..42< 4052 122 ae a ee 6,921 16,056 
Owing by associated companieS............... 00 cece een eens 244 325 
Inventories (NOlC') cccneoat tian a eae ers cont ee eee 8,429 9,395 
Prepald:expenSeS: aacieds.castewiconce, Tatas eee eee 349 1,805 
45,219 31,469 


Sundry assets: 
Deferred accounts receivable ................cc cece eee eens 706 229 
Investments in associated companies, at cost less 


amounts WiitleniOle cscis cag se oe oe erie mange eee _ __120 
706 ___ 349 
Fixed assets: 
Land, buildings and equipment, at cost ....................00- 18,507 28,648 
Less: Accumulated depreciation? 2.2.....0../0-25 . naan eee 10,294 16,694 
8,213 11,954 
APPROVED BY THE BOARD: 
L. M. Daley, Director 
E. O. Herzfeld, Director $54,138 vaste: 


AUDITORS’ REPORT 


To the Shareholders of 
Canadian Marconi Company: 


We have examined the consolidated balance sheet 
of Canadian Marconi Company and subsidiary com- 
panies as at March 31, 1973 and the consolidated 
statements of income, retained earnings and source 
and application of funds for the year then ended. 
Our examination included a general review of the 
accounting procedures and such tests of accounting 
records and other supporting evidence as we con- 
sidered necessary in the circumstances. 


LIABILITIES AND SHAREHOLDERS’ EQUITY 


Current liabilities: 
Accounts payable and accrued liabilities 
Owing to associated companies 
Accrued income taxes (Note 4) 
Sales and excise taxes payable 


Deferred income taxes 
Long-term debt (Note 5): 


534% unsecured sinking fund debentures, series A, 


due May 1, 1988 


7% unsecured sinking fund debentures, series B, 
due June 1, 1989 


Shareholders’ equity: 


Capital stock— 
Authorized 
7,500,000 shares of $1 each 


Issued 
5,943,192 shares 


Contributed surplus 
Retained earnings 


Contingent liability: 
Accounts receivable under leases discounted 
and repurchase agreements ............... 


Wife) w) ete oe! w\ 0.8) wow 8! eon a} le fe, 6) oe i# om ei ce) ial ce 


ea) Jule) (one) cm atc; (el nm) (Om! yw) ie) min) @\ oe fal je: fe (alate 


Ce CebechO Cos od 0 Ol OOetLn OU 0 De Dene ns Ooi 


In our opinion these consolidated financial state- 
ments present fairly the financial position of the com- 
panies as at March 31, 1973 and the results of their 
operations and the source and application of their 
funds for the year then ended, in accordance with 
generally accepted accounting principles applied on 
a basis consistent with that of the preceding year. 


PRICE WATERHOUSE & CO. 
Chartered Accountants 


Montreal, May 22, 1973 


March 31 


1973 1972 
(in thousands) 


ee $ 8,808 $10,781 
Sere 155 974 
nee 4,062 2,371 
eee 77 148 
13,102 14,274 

Pee ee 1,241 380 
eee 4,984 5,219 
oe 3,026 3,228 
8,010 8,447 

een ree 5,943 5,943 
eee g ee 4,273 4,273 
Dahan aces 21,569 10,455 
31,785 20,671 

$54,138 $43,772 


$2,450,000 


CONSOLIDATED STATEMENT OF INCOME 


Sales and revenues: 


Electronic product sales’ s.cn.a0oe ac eee nc oe eee 
Broadcasting revenues (Note'6) 2.2.2. 2.222 -s2 cannes eee ee 


Income from operations before the items 


shown below (Notes:3)'6,°7 and'S) >". +) ta ncetee ee eer 
Research and development (net of recoveries) ................. 


Depreciation: 455 c.02% «Aaa tiv tore wiein wieinie yb seen ee mm ee 


Interest: 


LGC ONT Bre crt eee ec eee ee 


Income before income taxes and extraordinary items ............ 


Provision for income taxes (Note 4): 


(G10 G 3) 9 | Hae Sn Pea ek SR RRS REA Sr AS AUS as Pe nS ee 
DJ GTO TTC ois Sa ris ce nek cree a een Er hon a 


Net income before extraordinary items ..................e cece 


Extraordinary items: 
Gain on sale of Broadcasting Division 


(net of income taxes $2,900)—(Note 6) ................... 


Loss on exchange due to freeing of the 
Canadian dollar (net of income taxes $122) 
Net income 
Earnings per share: 


Net income before extraordinary items 
Net income 


CC CRO Marie NaC ie Ce a i he GOerint wet Ochi cath O) Ceriece Mam emis iO Cesc oh i Chu O 


1973 


Year ended 


1972 


(in thousands) 


$51,798 
3,952 


$55,750 


10,000 


$11,708 


CONSOLIDATED STATEMENT OF RETAINED EARNINGS 


Retained earnings, beginning of year 
Add: Net income 


a) ee) alee. ia) wh mia) im) feet) a em) ee) 0m sel eis) ee) is) 2 w/w) sim) vl qe) ie) xe 18, we) ame. 


Deduct: Dividends—10 cents per share 


a xm) Sele, cel W) 6) ms Im tw ve, fat) me) im) ce) 18" we) ws we fe 


Retained earnings, end of year ........... 0. ccc cece eee 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


Source of funds: 


Operations— 
Net income before extraordinary items ................000- 
Depreciation Aetsate Ws seetias oe hee he Mommies eee area eee 


Proceeds on sale of non-current assets 
of Broadcasting Division, net of income taxes .............. 


DisHosallOliixed, assets sans eel ear ateeks tenets ieee meses her oe 


Increase (decrease) in deferred income taxes ................ 


Application of funds: 
INCreASe IN SUNGIY, ASSCIS  aaecn nym re ee ee ent 
Additions:tofixediassets: .woicnasiese teens eine aah ales 
Repaymentof long-tenn debt.) 23. cas sac skiecr soto eer eer 


Extraordinary item—loss on exchange, 
NeLomincome taxes. -ncentiin sa. aris eee eae). teen 


Dividends eee ee eer re Ey Pn ee mentions re 


Increase in WOrkKing Capital {oS .ns.e ces cess mee eee eee wee 


Year ended 
March 31 
1973 1972 
(in thousands) 
$10,455 $ 9,795 
11,708 660 
22,163 10,455 
594 — 
$21,569 $10,455 
Year ended 
March 31 
1973 1972 
(in thousands) 
$ 1,708 $ 782 
1,312 1,739 
3,020 2,521 
12,550 a 
800. 638 
861 (144) 
$17,231 $ 3,015 
$ 477 $ 59 
801 1,039 
437 100 
_ 122 
594 — 
14,922 1,695 
$17,231 $ 3,015 


jee) 


NOTES TO 
CONSOLIDATED FINANCIAL STATEMENTS—MARCH 31, 1973 


1. PRINCIPLES OF CONSOLIDATION: 


The consolidated financial statements include the accounts of Canadian Marconi Company and its subsidiary companies, 
all of which are wholly owned. The only operating subsidiary is Kaar Electronics Corporation which is engaged in the sale 
and leasing of marine and land communications equipment in the United States of America. 


2. EXCHANGE: 


Current assets and liabilities in United States dollars have been translated into Canadian dollars at the rate of exchange in 
effect as at March 31, 1973. This rate has also been applied to the fixed assets of the United States subsidiary which are 
not significant in amount. Amounts entering into results of operations have been translated at average rates. Exchange 
profits and losses are included in net income. 


3. INVENTORIES: 
Inventories may be summarized as follows: 


1973 1972 
(in thousands) 
Contracts and other work in progress, at cost, less progress payments .............. $2,985 $3,530 
REMY IIMEWEIAELIS, EU TOOSIE AAVOlGiAl ECXSSS ONAN nt ooncacancaansnnoedvooudnssnnvaoae 1,620 1,350 
Finished products, at lower of cost or net realizable value .........................- 3,824 4,515 
$8,429 $9,395 


Profits on major long-term contracts are recorded on a stage of completion basis based on the ratio of incurred costs to 
date to the projected total costs of completing the contracts. Unbilled costs and accrued profits, less progress payments, 
relating to these contracts are included in accounts receivable in the accompanying consolidated balance sheet. 
Deductions are made for any losses incurred or expected to be incurred on contracts uncompleted at March 31, 1973. 


4. INCOME TAXES: 


Consolidated income before taxes and extraordinary items has been reduced by the loss of the Company’s United States 
subsidiary, which cannot be deducted from the parent company’s taxable income. The provision for income taxes is there- 
fore based on the income of the parent company. Income taxes deferred at March 31, 1973 by reason of timing differences 
between accounting and taxable income amount to $2,264,000 of which $1,023,000 relates to short-term deferments and 
is included in current liabilities under the caption accrued income taxes in the accompanying consolidated balance sheet. 


5. LONG-TERM DEBT: 


Sinking fund provisions of the series A and B debentures require payments in May and June aggregating $237,000 annually 
in 1973 and 1974, and $316,000 annually in 1975, 1976 and 1977. Debentures have been purchased and surrendered for 
cancellation in full satisfaction of 1973 and 1974, and in partial satisfaction of 1975, requirements. 


6. SALE OF BROADCASTING DIVISION: 


On July 31, 1972 the Company sold the net assets and business of the Broadcasting Division to Multiple Access Limited 
“for $18,000,060-cash-The excess of the sale price over the book value of the net assets sold, less related income taxes, 
has been credited to 1973 income as an extraordinary item.The operating results of the Division for the four months ended 
July 31, 1972 are included in the consolidated statement of income for the year ended March 31, 1973. 


7. DIRECTORS’ AND OFFICERS’ REMUNERATION: 

The remuneration of eleven directors, as directors, amounted to $19,675 (1972 —$17,700) and the remuneration of sixteen 
officers, as officers, amounted to $480,455 (1972 —$444,431). Two (1972 —three) of the officers were also directors of the 
Company. None of the directors or officers has received remuneration from any of the Company’s subsidiaries. 

8. SPECIAL PROVISION IN RESPECT OF SUBSIDIARY COMPANY: 


Kaar Electronics Corporation is currently reorganizing its marketing operations and has closed a number of branches. 
A provision of $676,000 has been included in the consolidated statement of income for the year ended March 31, 1973 
in respect of unusual losses that the Company considers may result from this reorganization. 


9. INTEREST: 
Interest expense includes $517,000 (1972——$529,000) on long-term debt. 


OPERATING DIVISIONS 


AVIONICS DIVISION 


Engineering, manufacturing and marketing of air- 
borne Doppler and Omega sensors, navigation and 
tactical computers, altimeters and aircraft instru- 
ments. Manufacturing and marketing of printed cir- 
cuit boards. 


MARINE AND LAND 


COMMUNICATIONS DIVISION 


Engineering, manufacturing and/or marketing of 
mobile two-way radio and associated base station 


equipment; hand-held radio telephones and pocket 


paging units; broadcast and television station equip- 


~ ment; industrial and educational closed-circuit tele- 


vision; electronic test instruments; marine radar; 
loran; depth sounders and fish finders; HF-AM and 
VHF-FM marine radio telephones; single sideband 
transreceivers; systems planning, construction, in- 
stallation and maintenance. 


SPECIAL SERVICES DIVISION 


installation of radar, communications and air naviga- 
tion equipment and systems, and operation of 
defence communications and detection systems. 
Repair and overhaul shops for radar, sonar, com- 


munications equipment and diesel electric 


generators, and an approved test equipment repair 
and calibration laboratory. 


_ TELECOMMUNICATIONS DIVISION 


Engineering, manufacturing and marketing of com- 


‘mercial and military land-based microwave com- 
_ munications equipment, ancillaries, and associated 


test equipment. 


Canadian Marconi Company 
2442 Trenton Avenue 

Montreal, Quebec 

H8P 1Y9 
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INTERIM REPORT 


Globe & Mail, The 
Financial Editor, 
Teronte, Ont. 
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CANADIAN MARCONI COMPANY 


SIX MONTHS ENDED 
SEPTEMBER 30 


(unaudited) 
AR29 1973 1972 


(in thousands) 
CONSOLIDATED STATEMENT OF INCOME 


SALES AND REVENUES $20,314 $32,102 
Income from operations before the items 
shown below $ 2,336 $ 4,275 
Research and development 
(net of recoveries) S$ Si2e salcot 
Depreciation 508 693 
Interest: 
Income 866 284 
Expense 249 262 


$ 703 $ 2,032 


Income before income taxes and 


extraordinary item $ 1,633 $ 2,243 
Provision for income taxes 734 lead 

Net income before extraordinary item $ 899 $ 992 
Extraordinary item: 

Gain on sale of Broadcasting Division _ 10,000 
NET INCOME $ 899 $10,992 
Net income per share: 

Before extraordinary item S$) 0.15 eo ee Onli 
Including extraordinary item 0.15 1.85 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


SOURCE OF FUNDS: 


Operations — 
Net income $ 899 $ 992 
Depreciation 508 693 
Gain on sale of Broadcasting Division —_ 10,000 
Net book value of Broadcasting Division 
fixed assets and investments sold —_ 2,550 
Increase in deferred income taxes coo 1,011 
Decrease in sundry assets 194 _— 


$ 1,601 $15,246 


APPLICATION OF FUNDS: 


Increase in sundry assets $ — $ 279 
Additions to fixed assets (net) 221 192 
Repayment of long-term debt 59 103 
Dividend paid 297 297 
Increase in working capital 1,024 14,375 


$ 1,601 $15,246 


TO THE SHAREHOLDERS 


Results for the first half of the year were generally in line with 
expectation. Sales volume was $11,788,000 lower than in the first half of the 
prior year which included $3,952,000 in revenue from the Broadcasting 
Division sold by us in July 1972. Order backlog is continuing to recover and 
at the end of September totalled approximately $25,000,000. 


The second quarter's after-tax earnings were ahead of the corresponding 
quarter last year despite a sharp drop in sales. Outlook for the current year’s 
earnings has improved with the higher order backlog and with better yields 
from our short-term investments. 


A conditional agreement has been reached with the Department of 
National Revenue in respect of certain assessments of income taxes for the 
years 1968 and 1969, concerning transactions with a subsidiary, which had 
been contested by your Company. It is not possible to say precisely the 
amount of recovery of taxes that will result but we estimate it will be approx- 
imately $2,000,000. 


In the light of the improving outlook and the Company's liquidity your 
directors have declared a half-yearly dividend of 7.5¢ per share (against 5¢ 
previously), payable on December 14, 1973 to shareholders of record as at 
November 30, 1973. 

L. M. Daley 
President and Chief Executive Officer 
Montreal, Quebec 
November 16, 1973 


